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The Effect of Industrial Policy in China:Industrial Upgrade or Short—term
Economic Growth
SUN Zao, XI Jian—cheng

(School of Economics and Finance of Xi’an Jiaotong University, Xi’an 710061, China)

Abstract: In most developing and developed countries, industrial policy has played a key role in the
industrialization for the economy, but has a significant different effect. With the developing countries“implementation
of industry policies have rationality” premise, located on the background of the two groups relations between the
central government and the local government, the local government and the enterprise, this paper uses a multitask
principal-agent model to prove that: the effect of industrial policy in china depends not only on the dual objectives
from central government, but also subject to different regional development level and the marketization process. In
this paper, empirical research shows that: (DThe objective of the central government changed from development to
transition has an important influence on the configuration of efforts level between the implementation of industrial
policy and the pursuit of short—term economic growth from the local government; @In less developed district, local
governments have more incentive to pursue short—term growth, industrial policy implementation effect is more likely
to deviate from the target; 3 Higher marketization level can help to promote industrial upgrading for the local
government, reduce the misconfiguration on the industrial policy, and to optimize the implementation effect of
industrial policy.
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